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REPORT OF INDEPENDENT AUDITOR

To the Members of
Westport Securities, L.L.C.

We have audited the accompanying balance sheets of Westport Securities, L.L.C. as of December
31, 2002 and 2001 and the related statements of income and changes in members’ equity and cash
flows for the years then ended. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on our
audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Westport Securities, L.L.C. as of December 31, 2002 and 2001, and the
results of operation and its cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedule I, II and II is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is supplementary
information required by Rules 15¢3 and 17a5 under the Securities Exchange Act of 1934. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

M et X )@ C
Michael J. Knight & Company, CPAs

Fairfield, Connecticut
January 15, 2003

MEMBER: SEC AND PRIVATE COMPANIES SECTIONS, AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
OSOWNINECTION T SONCIETY (O (ERTICIED DI IR ™ A~ INITANTO




Westport Securities, L.L.C.
Balance Sheet
December 31, 2002 and 2001

2002 2001
ASSETS
Current assets:
Cash and equivalents $ 36,823 $ 32,623
Commissions receivable 7,018 66,039
Related company receivable 10,188 10,978
Total current assets 54,029 109,640
Property and equipment:
EDP equipment and software 48,706 61,658
Furniture and fixtures 13,231 13,231
Less:accumulated depreciation (55,283) (64,654)
Net property and equipment 6,654 10,235
Other assets:
Broker/dealer organization costs, net 1,505 3,380
Investment in NASD securities 17,600 21,700
Office lease deposit 12,220 12,220
Total other assets 31,325 37,300
Total assets $ 92,008 $ 157,175

See report of independent auditor and notes to financial statements.




Westport Securities, L.L.C.
Balance Sheet
December 31, 2002 and 2001

2002 2001

LIABILITIES AND MEMBERS' EQUITY

Current liabilities:
Accounts payable $ 15,826 $ 17,099

Total current liabilities 15,826 17,099

Members' equity:

Members' equity 80,282 140,076
Other comprehensive income (loss) (4,100) -
Total members' equity 76,182 140,076
Total liabilities and members' equity $ 92,008 $ 157,175

See report of independent auditor and notes to financial statements.
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Westport Securities, L.L.C.
Statement of Income and Changes in Members' Equity

For the Years Ended December 31, 2002 and 2001

Revenues:
Insurance commissions
Mutual fund commissions
Related company supervision fees

Total revenues

Expenses:
Accounting
Amortization
Commissions paid
Compliance and regulatory
Depreciation
Franchise tax
Legal
Licenses and permits
Outside services
Miscellaneous
Promotion and sales

Shared expenses from related company

Total expenses
Net operating income (loss)
Other income (expenses):
Interest income
Total other income (expenses)
Net income

Members' equity:
Beginning members' equity

Member distributions
Other comprehensive income (loss)

Ending members' equity

2002 2001
168,040 $ 193,461
21.842 31.071
99,160 97.717
289,042 322,249
2,226 2,283
1.875 1,908
57,541 54.941
10,866 9.304
3,581 10,468
250 .
1,470 ]
203 493
7 79
1,592 1,276
- 645
99,160 129,827
178,836 211,224
110,206 111,025
] 103
- 103
110,206 111,128
140,076 103,948
170,000 75,000
(4.100) i
76,182 $ 140,076

See report of independent auditor and notes to financial statements.
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Westport Securities, L.L.C.
Statement of Cash Flows
For the Years Ended December 31, 2002 and 2001

2002 2001

Cash flows used for operating activities:
Net income (loss) $110,206 $111,128
Adjustments to reconcile change in net income
to cash used for operating activities:

Depreciation and amortization 5,456 12,376
(Increase) decrease in commissions receivable 59,021 (51,020)
(Increase) decrease in related company receivable 790 1,152
(Increase) decrease in prepaid assets 9,759
Increase (decrease) in accounts payable (1,273) 4295
Increase (decrease) in accrued liabilities (2,382)
Total adjustments 63,994 (25,820)
Net cash provided from operating activities 174,200 85,308

Cash flows from investing activities:
Acquisition of property and equipment (4,042)
Net cash used by investing activities 0 ' (4,042)

Cash flows from financing activities:

Member capital distributions (170,000) (75,000)
Net cash used by financing activities (170,000) (75,000)
Net increase in cash and cash equivalents 4,200 6,266
Beginning cash and cash equivalents 32,623 26,357
Ending cash and cash equivalents $36,823 $32,623

See report of independent auditor and notes to financial statements.
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Westport Securities, L.L.C.
Notes to Financial Statements
December 31, 2002
(See Report of Independent Auditor)

NOTE 1 - ORGANIZATION AND BACKGROUND

Westport Securities, L.L.C. (the Company) is a Connecticut limited liability company formed in
1995. The Company is a registered broker/dealer in securities with the Securities and Exchange
Commission (SEC) and the National Association of Securities Dealers (NASD).

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting - The Company maintains its books and records on the accrual basis of
accounting for financial reporting purposes, which is in accordance with generally accepted

accounting principles and is required by the SEC and NASD. The cash basis of reporting is used
for reporting income taxes.

Cash and equivalents — For the purposes of the statement of cash flows, the Company considers
cash in banks and all highly liquid debt instruments purchased with maturity of three months or
less to be cash equivalents. At December 31, 2002, the Company had no cash equivalents. The
Company maintains its cash in bank deposit accounts, which, at times, may exceed federally

insured limits. The Company has not experienced any losses in such accounts. The Company
believes it is not exposed to any significant credit risk on cash.

Use of accounting estimates - The preparation of financial statements in conformity with
generally accepted accounting principles requires management to make estimates and assumptions
that affect the reported amounts of certain assets and liabilities and disclosures. Accordingly, the
actual amounts could differ from those estimates. Any adjustments applied to the estimated
amounts are recognized in the year in which such adjustments are determined.

Property and equipment - Property and equipment are stated at cost. Depreciation is computed

using the straight-line method over the estimated useful lives of the assets. Asset lives range from
3 to 7 years.

Investments — In accordance with Statement of Financial Accounting Standard No. 115,
“Accounting for Certain Debt and Equity Securities”, securities are classified into three categories:
held-to-maturity, available-for-sale and trading. Securities classified as held-to-maturity, which are
those the Company has positive intent and ability to hold to maturity, are reported at amortized
cost. Securities classified as available-for-sale may be sold in response to changes in interest rates,
liquidity needs, and for other purposes. Available-for-sale securities are reported at fair value and
include securities not classified as held-to-maturity or trading. Trading securities are those held
principally for the purpose of selling in the near future and are carried at fair value. The Company
has no securities that are held-to-maturity or trading as of December 31, 2002.

Unrealized holding gains and losses for available-for-sale securities are excluded from earnings
and are reported as a separate component of members’ equity. Realized gains and losses are
reported in earnings based on the adjusted cost of the specific security sold.

Income taxes — The Company is a limited liability company treated as a partnership. Accordingly,
in lieu of Federal and state income taxes, the members are taxed on their proportionate share of the

Company’s taxable income. Therefore, no provision or liability for Federal or state taxes has been
included in these financial statements.



Westport Securities, L.L.C.
Notes to Financial Statements
December 31, 2002
(See Report of Independent Auditor)

NOTE 3 - RELATED PARTY TRANSACTIONS

Resnick Investment Advisors, L.L.C. (RIA), an SEC Registered Investment Advisor is a related
entity owned by the Company’s members. It shares common office space, equipment and
personnel with the Company. During the year ended December 31, 2002, the Company reimbursed

RAS $99,160 for these shared expenses. As of December 31, 2002, the Company owes RIA
$11,076.

The lease for the Company’s office is paid for by RIA and is reimbursed via the shared expense
arrangement as described above. The Company is the lessee on the office lease. (See Note 4)

The Company facilitates broker/dealer activities for RIA. For this arrangement, RIA reimburses
the Company. For the year ended December 31, 2002, RIA paid $99,160.

NOTE 4 - LEASE COMMITMENTS

The Company leases its office facility under a ten-year lease arrangement. Under the terms of the
lease agreement, the Company will pay $6,611 per month, plus all utilities. The lease expires on

February 28, 2006. The future minimum lease payments under the remaining lease term as of
December 31, 2002 is as follows:

Year Ended December 31
2003 $79,332
2004 79,332
2005 79,332
2006 13,222
2007
Thereafter

Total $251.218

Resnick Investment Advisors, L.L.C., a related company, pays this lease through a shared expense
arrangement as described in Note 3.

NOTE S - RULE 15¢3-3

Upon formation of the broker/dealer as described in Note 1, the Company will be exempt from the
provisions of Rule 15¢3-3 under paragraph (k)(2)(A) in that the Company carries no margin
accounts, promptly transmits all customer funds and delivers all securities received, does not
otherwise hold funds or securities for or owe money or securities to customers and effectuates all
financial transactions on behalf of customers on a fully disclosed basis.

NOTE 6 - NET CAPITAL REQUIREMENTS

Upon formation of the broker/dealer as described in Note 1, the Company will be subject to the
Securities and Exchange Commission’s Net Capital Rule 15¢3-1, which requires the maintenance
of minimum net capital of $5,000 and requires that the ratio of aggregate indebtedness to net
capital shall not exceed 15 to 1. At December 31, 2002 the Company had net capital of $28,015,
which exceeded the minimum by $23,015. The Company’s net capital ratio was 0.56 to 1.



Westport Securities, L.L.C.
Notes to Financial Statements
December 31, 2002
(See Report of Independent Auditor)

NOTE 7 - INVESTMENT IN SECURITIES

During 2000, the Company has acquired 1,760 shares of the Nasdaq Stock Market, Inc. common
stock via a private placement. During 2002, the shares of this company commenced trading in the
over the counter market. The Company classifies this security as available-for-sale. The fair
market value of the security as of December 31, 2002 is $17,600. The cost of the security was

$21,700 or an aggregate unrealized loss of $4,100. This loss on securities available-for-sale has
been included as a separate component of members’ equity.



Westport Securities, L.L.C.
Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission
For the Year Ended December 31, 2002
Schedule I

Net Capital
Total members' equity

Deduct members' equity not allowable

for net capital '
Total members' equity qualified for net capital
Deductions/other charges:

Related party receivables

Net property and equipment

Other assets

Total deductions/other charges

Net capital

Aggregate indebtedness

Accrued accounts payable

Total aggregate indebtedness

Computation of basic net capital requirement

Minimum net capital required
Excess net capital
Ratio: Aggregate indebtedness to net capital

See report of independent auditor and notes to financial statements.
9

$76,182

76,182

10,188
6,654

31,325

48,167

$28,015

$15,826

$15,826

$5,000

_S3015

0.56



"Westport Securities, L.L.C.
Reconciliation of Net Capital from Quarterly Focus - Rule 17a-5 (d)(4)
to Annual Audited Financial Statements
For the Year Ended December 31, 2002

Schedule II
Net Capital as reported on 4th Quarter Focus $28,015

Adjustments from 4th Quarter Focus to Annual Audit

No adjustments

Total adjustments 0
Revised Net Capital as reported in the Annual Audit $28,015

See report of independent auditor and notes to financial statements.
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